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his intent not to pay the County back. It is the 

intent definitely to pay the County back. And even 

though he has the legal right to walk away from 

this, he says that he will pay this back. And we 

have been working on this. 

One of the problems associated with this --

Well, if I can digress a second. The auditors need 

the County to make some kind of accounting 

adjustment to this either by getting it repaid, 

entering into some kind of repayment agreement, or, 

you know, so on and so forth. 

So we are now working with MECC to get this 

amount repaid. And they have agreed to do it. The 

problem is that when you deal with tax credits, your 

available cash flow is basically very nominal, so 

that we probably will not be able to start the 

repayments until probably year 16 of the project. I 

think we got probably about 12 more years to go 

before we can start recovering some monies. 

So I have just recently asked Mr. Moto and I 

would -- It is my feeling at this point in time that 

we do need to recognize that we have essentially 

granted this money to MECC. And it's going to be my 

recommendation through the appropriate committee 

that we grant this money to MECC on a paper 
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1 transaction, and as part of the grant enter into the 

2 loan repayment agreement. 

3 It will do two things. One, it will satisfy 

4 the auditors that we actually have a signed contract 

5 with MECC to have repayment. Number two, it will 

6 also acknowledge that we're not going to collect 

7 this money for 12 years and, you know, it's publicly 

8 known we will start collecting at that point in 

9 time. 

10 So I think from my standpoint I feel much 

11 better about, you know You either don't collect 

12 the money or collect it. In this case we want to 

13 collect it, but we also want to acknowledge to the 

14 public as well as to everybody else that this money 

15 is out there and in theory they don't have to pay us 

16 back. They never had that intent. They are more 

17 than willing to pay us back as they can. 

18 So that's what's going on with this item. 

19 It's lot more complex than I have probably said and 

20 it gets fairly confusing on some of the This did 

21 happen several years ago. I think back in 1997 to 

22 1998. So it has taken us a while to sort of 

23 understand the whole amount. 

24 CHAIR HOKAMA: Okay. Thank you. 

25 We'll start with Mr. Arakawa. Any questions 
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1 on letter B? 

2 COUNCILMEMBER ARAKAWA: I'm confused enough. 

3 CHAIR HOKAMA: And, again, you know, members, I appreciate 

4 if you are having a hard time because it took most 

5 of us a period of time to understand this project 

6 and the financing involved with it. 

7 Mr. Carroll? Thank you. 

8 Ms. Johnson. 

9 COUNCILMEMBER JOHNSON: I just wanted to thank Wesley 

10 because that was basically the question that I had 

11 was about what the disposition and what the intent 

12 was of this particular item. Thank you. 

13 CHAIR HOKAMA: Thank you. 

14 Mr. Molina? 

15 COUNCILMEMBER MOLINA: Yeah. Again, sort of echoing what 

16 Jo Anne was saying, Wes, we appreciate you taking on 

17 this. And the public does have a right to know at 

18 least there's a timetable as to when the County is 

19 going to get monies back from this project. 

20 CHAIR HOKAMA: Thank you. 

21 Ms. Tavares? 

22 COUNCILMEMBER TAVARES: Yeah, thank you. I guess that's 

23 

24 

25 

going to come up as a separate issue through one of 

the committees, but when you do bring it up, would 

you be able to then at that time tell us exactly how 
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1 much money did the County of Maui expend for this 

2 project? 

3 MR. LO: I actually have that. I was just glancing 

4 through it. 

5 COUNCILMEMBER TAVARES: Oh, my goodness. 

6 MR. LO: The subject housing project, and this is a memo I 

7 wrote to file, the total cost was 8.8 million, 

8 approximately. And we could fund 8.8 million less 

9 462,000, basically, through taxable GOs or bonds, 

10 horne funds, tax credits and some miscellaneous other 

11 items. And then the other 462,000 was basically the 

12 shortfall. 

13 COUNCILMEMBER TAVARES: So this 462,000 would be -- if we 

14 didn't collect on this, would be the County's 

15 contribution to this affordable housing project? 

16 MR. LO: Correct. But, again, the provider does -- is 

17 willing to pay us back. It's just that I'm not 

18 comfortable saying, okay, you pay me back 12 years 

19 from now. 

20 COUNCILMEMBER TAVARES: Right. 

21 MR. LO: I would rather have Council action on this. 

22 COUNCILMEMBER TAVARES: I'll save the discussion for when 

23 

24 

25 

it comes forward, because we give an awful lot of 

grants to an awful lot of people with them not 

paying us back and if we're going to -- I mean, it's 
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1 a lot of money, but if we're going to talk about 

2 putting money where we need to have money put, 

3 because this corporation is going to be doing other 

4 projects. So if we should be, you know, looking at 

5 some of these other, I guess, extenuating 

6 circumstances and say that the County of Maui should 

7 actually be participating at a level that's 

8 reasonable, and I think this is a reasonable level. 

9 CHAIR HOKAMA: Okay. Thank you. 

10 COUNCILMEMBER TAVARES: Thank you. 

11 CHAIR HOKAMA: Thank you, Ms. Tavares. 

12 Mr. Kane. 

13 COUNCILMEMBER KANE: Answered already. 

14 CHAIR HOKAMA: Okay. Thank you. 

15 My question is you state general fund. Was 

16 any of the revolving funds used for this project? 

17 And if so, is that what's being repaid? 

18 MR. LO: Mr. Chair, I'll need to respond to you. I seem 

19 

20 

21 

22 

23 

24 

25 

to recall that the initial -- it may be housing --

not the rental housing revolving fund, but it may 

have been financed as a Housing Interim and Buy-Back 

Fund. But I'm looking at my notes right now and 

it's called a general fund loan. I would need to do 

some research on that, but 

CHAIR HOKAMA: Well, we can bring it up when we bring up 
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1 the topic, the specific topic. 

2 MR. LO: Yeah. I'll need to check into that, though. 

3 CHAIR HOKAMA: Because while I can, you know, appreciate 

4 Ms. Tavares's comments, fiscally I have a concern 

5 when it comes from certain specific type of funds. 

6 COUNCILMEMBER TAVARES: Yeah. Mr. Chairman. 

7 CHAIR HOKAMA: Yes, Ms. Tavares. 

8 COUNCILMEMBER TAVARES: I totally agree with you on that. 

9 I'm assuming that these came out of general funds. 

10 CHAIR HOKAMA: Yeah. And that's why I'm asking, you know, 

11 to make the differentiation. 

12 COUNCILMEMBER TAVARES: Yeah, right. 

13 CHAIR HOKAMA: Because general fund and what we talking 

14 about as a grant, I can understand what you're 

15 saying, you know, and we have made appropriations 

16 that shows how we participate. But revolving funds, 

17 just the word "revolving" means it goes out and 

18 comes back so we can help another entity continue to 

19 fulfill the intent of the program. And that's why I 

20 asked Mr. Lo for that information. 

21 COUNCILMEMBER TAVARES: I agree 100 percent with you on 

22 the revolving fund. That needs to be paid back if 

23 that's where it came from. 

24 CHAIR HOKAMA: Okay. Thank you. 

25 Yes, Mr. Arakawa. 
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1 COUNCILMEMBER ARAKAWA: Mr. Chairman, in the deliberation, 

2 what you're discussing, would it be your intent to 

3 perhaps look at next year's budget or if there's a 

4 supplemental this year to reinstall this particular 

5 amount back into the revolving fund so that we make 

6 the revolving fund whole and have the repayment come 

7 back in a different format? If so, then perhaps Mr. 

8 Lo should be asked to look into the possibility of 

9 doing that. Any comments, Wes? 

10 MR. LO: I think that's appropriate. Now, just so 

11 everybody understands, bear in mind that this would 

12 essentially by any action we took through this 

13 budget be a non-cash transaction because they 

14 already have the money so we wouldn't be doing that. 

15 The loan repayment would occur several years out. I 

16 mean, from I have seen, probably 12 years out from 

17 now. 

18 If that has got -- we probably could take an 

19 action whatever -- whichever way this Committee and 

20 Council would want to. You could, even if it didn't 

21 come out of the revolving fund, say that it goes 

22 back into some kind of housing or rental fund 

23 because it is being generated from --

24 COUNCILMEMBER ARAKAWA: Essentially the intent would be 

25 what the Chair's concern is and that is to make the 
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1 revolving fund whole so that we can use it for the 

2 intended purpose. 

3 MR. LO: Right. 

4 COUNCILMEMBER ARAKAWA: And we can recover and put the 

5 funding that we'll be getting at a future date, this 

6 is quite a bit down the line, into the appropriate 

7 fund at the time. But during this whole period, if 

8 you're looking at 12 years, you'll have the deficit 

9 in the revolving fund otherwise; hence, the 

10 suggestion. 

11 CHAIR HOKAMA: And we'll have this discussion at the more 

12 appropriate time, members. Okay? And I'm sorry if 

13 I opened up a can of worms. It's just that for some 

14 of us we have a lot more information and dealings 

15 with this concern of the project and the financing. 

16 Okay. Any other questions regarding letter B 

17 that Mr. Yamane brought up in the management letter 

18 of the audit as well as Director Lo's comments and 

19 his proposal to deal with the concern? 

20 Seeing none, let us move on to letter C, 

21 Claims and Judgements. Mr. Lo. 

22 MR. LO: Mr. Chair, Claims and Judgements, actually, this 

23 

24 

25 

was a -- this is something, I guess, which was 

jointly brought up by both the auditor and the 

Finance Department. In the claims and judgements 

RALPH ROSENBERG COURT REPORTERS, INC. 
(808) 524-2090 



• 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

• 25 

107 

area there's a lot of -- there's a lot of ways to 

access claims and judgements through the County. 

You can do it through a Workers' Compensation claim, 

you can do it through a general liability claim, you 

can do it by a civil action. 

So one of the problems that we have had and, 

you know, we have talked to the auditors about is 

that it comes in from different directions at us, 

and we don't necessarily track it well. So that at 

times we will see things that are being resolved by 

Corporation Counsel, you know, come down from a 

financial perspective to pay that we didn't 

necessarily track that well, and vice versa, the 

Workers' Comp or general liability. 

So we felt that it's real imperative that we 

start down this track of getting a system and a 

process where either we have a centralized system or 

we have a centralized point of entry for all claims 

and judgements. So that way we can anticipate 

better our cash flows, et cetera. 

So, you know, we welcome this comment and 

remark and as far as the -- what we're doing towards 

this right now, I guess it -- I'm glad this meeting 

was called now as we got some good news to report. 

On July 16th and 17th we are actually having -- our 
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insurance broker is providing us the risk management 

consultant, their government risk management 

consultant nationwide. He will be coming down, 

interviewing all our departments, all the points of 

entry, et cetera, to give us some recommendations 

there. 

Also, we are starting to reengineer the whole 

Workers' Comp and risk management process. We'll 

probably start that next week where we are going to 

go and relook at every single requirement and 

specification required by law, et cetera, and talk 

to all the departments, including Corporation 

Counsel, the Parks Department, the Police 

Department, all the major Workers' Comp areas and 

general liability areas to, you know, at least --

These things haven't been revisited since 1980, is 

our last procedures on it, so we're going to revisit 

all those procedures, et cetera. 

And we are going to be demoing some systems 

where it can be used Department-wide. So maybe if 

they don't come in the same place, at least the 

information will be accessed. Because prior to 

this, you know, we basically were running on paper 

and pencil. And I think we have upgraded to a 

Paradox database, which is not really doing the 
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1 trick for us right now. 

2 So this is an area that we are concerned 

3 with. As you know, we have brought this up several 

4 times in the budget session. And we are sort of 

5 moving down that path right now and, again, in the 

6 next couple of weeks we'll at least have started the 

7 process to look at some new methods to deal with the 

8 different points of entry on all these claims and 

9 judgements. 

10 CHAIR HOKAMA: Okay. Thank you. 

11 Questions, members. Mr. Carroll, any 

12 question for the auditor or Mr. Lo? Okay. Thank 

13 you. 

14 Ms. Johnson? 

15 COUNCILMEMBER JOHNSON: No. 

16 CHAIR HOKAMA: Mr. Molina? 

17 COUNCILMEMBER MOLINA: Again, just on -- you're talking 

18 about letter C, yeah? 

19 CHAIR HOKAMA: That's correct, sir. 

20 COUNCILMEMBER MOLINA: What is the communication breakdown 

21 about, I mean between the Corp. Counsel and the 

22 Finance Department? What was the source of the 

23 breakdown? 

24 MR. LO: I don't know if I would say it was a breakdown. 

25 It never was there, perhaps. If there's a civil 
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suit against the County, it goes into an attorney, 

it goes to Corporation Counsel, et cetera, I 

believe, and there are things that happen over 

there. Let's say somebody -- something happens so 

that There's no common point where it goes in. 

So meanwhile we're doing our Workers' Comp 

claims, which comes through our Workers' Comp 

section, et cetera, and we know which claims are 

coming up and which will be paid. We have not been 

doing a good job tracking of if a civil suit came 

in, what's its status, when is it going to be paid? 

We did institute meetings with Mr. Takayesu 

to start talking about this especially as we got 

closer to the end of the year, et cetera, to watch 

our things. 

So the problem is they're really going to 

different places for different reasons, and yet we 

were there's only one pot of money. So we 

need it's not that there's a -- It's not that I 

need to know what's going on in Corporation Counsel. 

I just need to know what's going to be -- what's my 

payment I need to make the next day or, you know, to 

track that, especially as we get near the end of the 

year. 

So the breakdown in -- I wouldn't necessarily 
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1 say it's a breakdown. It's just that it has never 

2 been appropriately tracked. Frankly, we have just 

3 had this -- we have budgeted an amount of money for 

4 self insurance and Workers' Comp and just pay until 

5 it -- we start getting nervous. So if so we're 

6 at a point now where we're saying it's better to 

7 watch our cash flows, et cetera, and get a better 

8 understanding of our historical claims and 

9 judgements from an overall standpoint. 

10 COUNCILMEMBER MOLINA: I understand that. So what have 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

you implemented now to 

MR. LO: Well, we do meet as we got closer to the end 

of the year, we started meeting more often, but we 

have been meeting quarterly with Mr. Takayesu and 

Judith Williams and our risk manager and myself just 

to talk about what's coming -- any major claims 

coming down the pipe. 

I'm not going to go there and second-guess 

what they're doing on the claims, but just saying, 

Okay, what have you got going? What's the 

likelihood and when are we going to pay it? We had 

some excess in our -- not much, but we had some 

excess this year, but we actually ended up talking 

about, well, you know, what kind of big payments we 

got. 
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1 That's okay for now, but to me it's better if 

2 you get it through a -- or you track it through the 

3 system, so, you know, we don't have to worry about 

4 having meetings and what people remember. It's just 

5 that every claim is -- you know, it's just sort 

6 of -- you can look at it on a screen in a report 

7 saying, okay, this is coming up, you know, what's 

8 the likely of it settling, et cetera. So--

9 COUNCILMEMBER MOLINA: Okay. Well, it's good to see you 

10 have opened up a lot more dialogue between your 

11 office and the Corp. Counsel, so that's a step in 

12 the right direction. Thank you. 

13 CHAIR HOKAMA: Thank you. 

14 Ms. Tavares? Thank you. 

15 Mr. Kane? 

16 Mr. Arakawa? 

17 COUNCILMEMBER ARAKAWA: Mr. Chairman, it's kind of 

18 

19 

20 

21 

22 

23 

24 

25 

interesting listening to Wes. And, you know, having 

been a field supervisor myself, we have gone through 

so many studies, we have had so many experts come in 

to look at the system and say, well, you know, this 

is what you should do, this is what you shouldn't 

do. And then we have so many times where 

Administration just absolutely never paid any 

attention to all the recommendations. 
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Now, that's where the biggest problem is. 

And no matter how much you talk about it and how 

many experts you come down with, if you don't follow 

their recommendations, we don't get anyplace. 

Now, as far as safety goes, you know, we 

require our employees to go through all these safety 

training classes. I have been through I don't know 

how many different safety classes. You go into 

confined space classes, they tell you not to do 

something. County still require you -- the 

employees to go do the thing that you are taught not 

to do. 

We are told fire stations, you know, we need 

"x" amount of people to man them. We don't provide 

the manpower that's necessary. We have beat 

officers that are out there. We don't provide the 

additional safety personnel or the equipment that 

they need to do their job properly. 

So from an auditing standpoint and looking at 

this area of claims and adjustments, it's no wonder 

that we have a major problem with this. And until 

we resolve the actual concerns from OSHA and our 

safety standards, we're always going to have these 

problems. You can work with all the accounting you 

want, but the claims against the County will just 
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1 keep coming. And that's really where we need to 

2 work to resolve the problem, in the actual field 

3 event. 

4 I mean, here in this building, next door you 

5 have the problem with contamination. We all know 

6 that this building is probably as bad. But you need 

7 to be able to really budget to be able to rectify 

8 the problems. And I don't know how you're going to 

9 address that, but as far as what you're saying from 

10 an auditing standpoint, I appreciate the fact that 

11 you're going through the process of trying to at 

12 least understand how you can expect to spend the 

13 money and to coordinate the different departments 

14 paying off their claims. But it will be much 

15 better, in my opinion, to work on never getting the 

16 claims. 

17 CHAIR HOKAMA: Okay. Thank you for your comment. 

18 

19 

20 

21 

22 

23 

24 

25 

Mr. Lo. 

MR. LO: (Inaudible) Mr. Chair. Councilmember Arakawa, I 

second that statement. I agree with you 100 percent 

that that is the epitome of risk management, is the 

safety area. The problem that has occurred, as you 

know, is that you have post-loss and pre-loss 

issues. The problem is our post-loss issue keeps us 

drowning and we never get to the pre-loss issues, 
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1 which is terrible, which is the safety issues. 

2 So I think from -- some of the things we're 

3 trying to do is we need to take care of the 

4 post-loss problems. And the reason in last budget I 

5 have asked for sort of a more morphed budget, if you 

6 will, is I need to get rid of those post-loss issues 

7 so that we can concentrate. 

8 So some of that money we may use to get a 

9 third-party administrator to take all of the old 

10 claims so that now my risk manager in my group 

11 that's staffed with three people can now at least 

12 not have to worry about dealing with claims when 

13 they should be going out and doing safety things. 

14 Our -- You're absolutely right, I mean, 

15 it's -- Once we can get rid of that I mean, 

16 everybody who has ever come in -- I think most of 

17 you know Melva Goto, she came in and she's a safety 

18 specialist. She drowned because she couldn't get to 

19 safety because the phone was ringing everyday. 

20 So, here, here. I'm glad to hear that. 

21 We'll do our best to get to that area, but then 

22 COUNCILMEMBER ARAKAWA: And I can tell you Melba left 

23 

24 

25 

under a lot of stress trying to create a better 

situation. 

MR. LO: Right. 
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1 COUNCILMEMBER ARAKAWA: And it was just very frustrating 

2 that she couldn't get that corrected. 

3 MR. LO: Correct. And we had talked about it, I think. 

4 It's a frustrating thing. And we need to provide 

5 the resources to get -- that post-loss problem we 

6 have is so big that it doesn't allow us to pay 

7 attention to the pre-loss stuff which saves us the 

8 money. 

9 COUNCILMEMBER ARAKAWA: And, Mr. Chairman, the reason 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I'm going to just go one step further on this. When 

we talked about construction and follow through and 

we'll get our money out of what we actually do, 

there are just so many projects that we have 

completed in our CIP that have these safety problems 

attached to them that we don't look at. And then we 

have all these follow-up costs that are associated 

to it. 

And that's why, you know, I have been pushing 

for years now a comprehensive program looking at 

what we're building and all the ramifications 

following the repair and replacement, you know, the 

entire package looking at what's happening. Because 

it's very critical in the total budget. You know, 

we're going to end up at a point where we're going 

to drown in court rather than actually getting 
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1 things rectified. 

2 CHAIR HOKAMA: Okay. Members, I think that's a perfect 

3 way to get into letter A, Workmen's Comp, which is 

4 prior year's comments still applicable. Very much 

5 related and tied into the discussion that is already 

6 ongoing. 

7 Mr. Lo. 

8 MR. LO: I don't have too much more comments. This 

9 Workers' Comp, you're right, it sort of flows right 

10 into it and I think you guys kind of know my -- our 

11 Administration's overall direction in this area. 

12 You know, again, we're starting on this now and we 

13 have had some audits which have provided us useful 

14 information. We are now going to try and implement 

15 it. 

16 As Councilmember Arakawa says, if we just do 

17 a study, it really doesn't do us any good. We are 

18 now going down the implementation path. So I don't 

19 have much more on that at this point in time. 

20 CHAIR HOKAMA: Okay. We'll start with Ms. Johnson. 

21 COUNCILMEMBER JOHNSON: Yes. I have had the privilege of 

22 

23 

24 

25 

visiting with Mr. Lo and also the Risk Manager about 

the handling of a lot of the claims and the 

Workmen's Compensation procedures that are in the 

process of being implemented. And I think that 
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1 unless we get a handle on this, we're going to 

2 really be in serious trouble because you can't have 

3 Workmen's Comp claims and not manage them because 

4 that's what costs us millions of dollars even just 

5 in lost time trying to track these things when 

6 they're in boxes as opposed to being on a database. 

7 So I'm really very gratified that they're 

8 dealing with this. And I thank them for their 

9 efforts and I also thank Luke Bruno for trying to 

10 wade through all this and work in a cooperative way 

11 to get it out of our way. Thank you. 

12 CHAIR HOKAMA: Thank you. 

13 Mr. Molina? Thank you. 

14 Ms. Tavares. 

15 COUNCILMEMBER TAVARES: Just a question about the comment 

16 at the bottom. When it says that "Because the 

17 County is still in the process of implementing 

18 changes, this comment remains applicable," does that 

19 mean that subsequent audits would still be 

20 considering this issue? 

21 MR. YAMANE: That is correct. 

22 COUNCILMEMBER TAVARES: Okay. Thank you. 

23 CHAIR HOKAMA: Okay. Thank you for that, Mr. Yamane. 

24 

25 

Mr. Kane. 

COUNCILMEMBER KANE: Pass. 
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1 CHAIR HOKAMA: Mr. Arakawa. 

2 COUNCILMEMBER ARAKAWA: I said what I need to. 

3 CHAIR HOKAMA: Okay. Thank you. 

4 Mr. Carroll. 

5 COUNCILMEMBER CARROLL: Pass. 

6 CHAIR HOKAMA: Thank you. 

7 We have next I think letter B, Information 

8 Systems Policies. Mr. Lo. 

9 MR. LO: Mr. Chair, this -- again, this is I think the 

10 last of the applicable prior year's auditor 

11 comments. There has been a -- I think just a 

12 follow-up on some of the items here is that we 

13 needed to form current information systems and 

14 policies. And as noted in the report, we have 

15 formed an MIS Steering Committee that is -- works 

16 out of the Managing Director's office and they meet 

17 

18 

19 

20 

21 

22 

23 

24 

25 

regularly. 

Also, I do understand that the chief 

technology officer position is under recruitment 

right now and they are trying to see if they can 

fill that position. I do not know the results of 

the recruitment, but I think -- I think because we 

are still recruiting for that position and I am sure 

that the auditors will be looking at some of the 

policies and things the MIS Steering Committee is 
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1 still working on that they will be looking at this 

2 here and hopefully we can get this comment removed. 

3 CHAIR HOKAMA: Okay. Thank you. 

4 Mr. Molina, we'll start with you. Do you 

5 have questions regarding this? 

6 COUNCILMEMBER MOLINA: Not at this time. 

7 CHAIR HOKAMA: Okay. Thank you. 

8 Ms. Tavares, any questions? 

9 COUNCILMEMBER TAVARES: No. 

10 CHAIR HOKAMA: Mr. Kane? 

11 COUNCILMEMBER KANE: No. 

12 CHAIR HOKAMA: Mr. Arakawa? 

13 COUNCILMEMBER TAVARES: No. 

14 COUNCILMEMBER ARAKAWA: Just a short comment, Mr. Chair, 

15 I'm not going to get into details on this. 

16 CHAIR HOKAMA: Proceed. 

17 COUNCILMEMBER ARAKAWA: It's -- you know, the GIS and the 

18 

19 

20 

21 

22 

23 

24 

25 

program, the computer program, is something that we 

need and that we have needed a long time. The fact 

that the Administration is now looking at some of 

this stuff, hopefully by the time we get to budget 

next year, they will have some semblance of what 

they need to get the information to us. That's all 

I'm going to comment on it. 

CHAIR HOKAMA: Thank you. 
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1 Mr. Carroll? 

2 Ms. Johnson? 

3 COUNCILMEMBER JOHNSON: I just have one question of 

4 Wesley, and this is with Project Impact. I noticed 

5 that we have a disaster recovery plan. Has Project 

6 Impact been taken into consideration or have their 

7 services been used in accessing any of the funding 

8 to maybe help support some of these recovery, data 

9 recovery programs or, you know, backup systems that 

10 we need? 

11 MR. LO: Councilmember Johnson, I think the disaster 

12 recovery relates to our recovery plans that are 

13 sometimes held off site. Like, for example, real 

14 property tax I believe is in Mexico or something and 

15 the Department of Motor Vehicles is through the City 

16 and County of Honolulu, you know, so on and so 

17 forth. And our accounting system is we have some 

18 tape backups, et cetera. 

19 I do not know of the -- I'm not educated 

20 enough on the Project Impact and the relation to 

21 that. So, I'm sorry, I'm unable to comment any 

22 further on that. 

23 COUNCILMEMBER JOHNSON: Okay. Thank you. 

24 CHAIR HOKAMA: Okay. Thank you. 

25 Ms. Tavares? 
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1 COUNCILMEMBER TAVARES: Yeah. Mr. Lo, the disaster 

2 recovery plan is related to technology to our 

3 records specifically. 

4 MR. LO: Correct. 

5 COUNCILMEMBER TAVARES: And not I know when I first 

6 read this I thought, wow, we need to incorporate our 

7 whole disaster plan for the County of Maui, but it's 

8 specific to our records, then. 

9 MR. LO: Correct. 

10 COUNCILMEMBER TAVARES: Okay. 

11 CHAIR HOKAMA: Okay. Thank you. 

12 Any other questions for Mr. Lo or Mr. Yamane? 

13 Seeing none, the Chair's recommendation 

14 COUNCILMEMBER TAVARES: Oh, Mr. Chair. 

15 CHAIR HOKAMA: Yes, ma'am. 

16 COUNCILMEMBER TAVARES: I just had a question on the CAFR 

17 as a whole. 

18 CHAIR HOKAMA: Sure. 

19 COUNCILMEMBER TAVARES: Okay. You know, you mentioned in 

20 

21 

22 

23 

24 

25 

your opening remarks that because of the way the 

CAFR was set up now -- and I notice that there's a 

different format for CAFR or that you worked on it 

somehow. In the "prior year's comments no longer 

applicable" that the comment was made that CAFR was 

being set up specifically for certification or for 
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1 the competition for the award, I guess, and that the 

2 CAFR process has been changed somewhat to make it 

3 more reader friendly or user friendly. And when you 

4 mentioned about the -- that the CAFR had a lot to do 

5 with our bond rating increase or, you know, positive 

6 increase, what parts of the CAFR in particular do 

7 the bond raters look at when, you know, looking at a 

8 municipality's rating? 

9 CHAIR HOKAMA: Mr. Lo. 

10 MR. LO: Mr. Chair, Councilmember Tavares, I guess if the 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

first portion of the question, as I recall this 

comment -- Let's see, how shall I put this? Our 

CAFR was prepared not directly out of the general 

ledger. What happened, there was a lot of homegrown 

systems that we're using from the general ledger --

These guys are smiling here. That it was general 

ledger had it and then somebody would retype it into 

a spreadsheet and then do it. 

And so from an auditing standpoint, it made 

it very difficult -- And it was the prior auditors 

that mentioned this item. It made it very difficult 

for them to balance and get -- and I guess verify 

the reports, if I'm not mistaken. 

So we are now trying to get -- well, as a 

function of this comment as well as GASB 34, trying 
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to get it so that everything comes straight out of 

the general ledger out of the system that we bought 

that we never fully utilized but we're now trying to 

utilize the whole system. So just a push of a 

button, it will create that. 

And where I think it's going to help the 

Council is in the quarterly reports where we can now 

hopefully -- I got to check on the status of it --

create a quarterly report that looks like a CAFR. I 

mean, it has the eliminations and everything. 

Because your quarterly report right now is just an 

aggregation for budget purposes. It doesn't look 

like a CAFR at all. So you couldn't really do 

interim financial statement, if you will. 

So that's going to I think that that was 

the comment for there. I think the auditor 

struggled with the fact that we pulled things out of 

the general ledger, typed it into a spreadsheet, 

created a spreadsheet to do a schedule, where then 

they have to go back the same route to verify it. 

So I think that that was that comment. 

Now, as it relates to the bond presentation, 

I think I was more talking with regards to the 

results of the CAFR. They do look at our -- I guess 

you call it excess of revenues over expenditures or 
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1 deficiencies of revenues over expenditures. They do 

2 look at your fund balances. They do look at the 

3 footnotes related to your claims and judgements, 

4 your landfills, you know, so on and so forth. So 

5 they do a pretty comprehensive look at your thing. 

6 I mean, those guys put you through the ringer when 

7 they ask you questions regarding all these types of 

8 items. And so it's more the results of the CAFR as 

9 opposed to the setup of the CAFR. 

10 COUNCILMEMBER TAVARES: Okay. If I can ask one more 

11 question. I know we're getting close to time. 

12 On page 16, for example, in the CAFR, it 

13 shows the 2000 tax valuations and it shows, like, 

14 for example, in the Hotel/Resort classification that 

15 the percentage of the total is 25.5 percent. Can 

16 you say or do you know like how does that compare 

17 from previous years as far as the percentage of the 

18 total revenues coming from a particular category? 

19 MR. LO: I could certainly provide that -- I can get that 

20 information for you. I wouldn't be able to tell you 

21 that. 

22 COUNCILMEMBER TAVARES: Would that be easy to provide from 

23 the other CAFR? 

24 MR. LO: Yeah. Yeah. So I can provide a schedule for you 

25 that goes back the last ten years. That will be 
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1 easy enough to do. 

2 COUNCILMEMBER TAVARES: Yeah. That would be kind of 

3 interesting to see what percentage of the total 

4 comes from each of the categories, especially since 

5 the taxes were raised a couple of years ago, 

6 whatever. 

7 MR. LO: That won't be a problem. 

8 COUNCILMEMBER TAVARES: Okay. And you said the format of 

9 this is going to change because of GASB or it's 

10 going to be incorporated into --

11 MR. LO: Well, yes. You won't see that in this next 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

audit, but starting from a few days ago or, you 

know, Monday, the format is going to be -- There's 

going to be another statement, I think a statement 

of cash flows, which sort of shows the revenue 

source and the expenditures sort of linked together. 

Now, it's not going to be anything major for 

Maui because we have got real property tax that pays 

for general expenditures, so it's kind of being 

mixed. But for things like Wastewater or things 

like that, you'll see fuel taxes and, you know, 

expenditures relating to that. So that's the first 

step of this GASB 34. Then you start getting into 

this asset, asset valuation of asset thing. So it's 

going to evolve over time. You won't see it for 
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1 another, you know, year and a half, probably. But 

2 the format won't change dramatically. 

3 Also, there is going to be a -- what they 

4 the management discussion and analysis will have to 

5 comment to that on why. It will be more of an 

6 analytical -- management analytical thing of the 

7 CAFR where now it's more just factual type of 

8 information. You're saying, well, why did this 

9 happen? We have to provide some management 

10 discussion and analysis on that. 

11 And which is subject to the auditor -- I 

12 mean, we will be it's really important, I just 

13 would like to make a comment, in this coming year I 

14 think the we do need to take up the Council 

15 will need to take up the auditor's the auditors 

16 are really critical of this GASB 34 thing, so, I 

17 mean, just bear that in mind that the -- They're the 

18 ones that -- there's going to be a lot of pressure 

19 on them on the GASB 34 effort because they 

20 ultimately have to agree with the flexibility that 

21 the GASB 34 has given us. 

22 COUNCILMEMBER TAVARES: Oh, yeah. Thank you. 

23 CHAIR HOKAMA: Okay. Thank you very much. 

24 

25 

Ms. Johnson? 

COUNCILMEMBER JOHNSON: I'll make this really quick, but 
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1 on page 11 of the management letter under Golf 

2 Course Revenues, on the very last comment it says, 

3 "Comment remains applicable" and it's just 

4 mentioning how the monies are accounted for. And 

5 then it may be a typographical error but then under 

6 Current Status on the next page it said "This 

7 comment is no longer applicable," so that's on 

8 page 12 and that's in the management comment. 

9 So I just am curious as to see whether those 

10 controls have been corrected or not corrected or do 

11 we still have a problem with our golf course? 

12 CHAIR HOKAMA: Okay. Thank you. 

13 Mr. Yamane. 

14 MR. YAMANE: My understanding is this comment on the golf 

15 course revenue was actually first written several 

16 years ago. And what is contained in that entire 

17 Background Information section is verbatim from the 

18 1999 audit and, therefore, it was still applicable 

19 at that point in time. And our input is the Current 

20 Status section, that's where we have commented on. 

21 And after conducting our test during fiscal 2000, we 

22 found that the comment was no longer applicable. 

23 COUNCILMEMBER JOHNSON: Okay. I just wanted to clarify 

24 

25 

that because when I saw it both it's applicable and 

then not applicable, it just confused me. Thank 
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1 you. 

2 CHAIR HOKAMA: Okay. Thank you very much. 

3 Any other questions or comments? 

4 Seeing none, the Chair's recommendation is to 

5 file the CAFR as it relates to fiscal year ending 

6 June 30, 2000, as well as County Communication 

7 01-28. 

8 COUNCILMEMBER KANE: So moved. 

9 COUNCILMEMBER TAVARES: Second. 

10 CHAIR HOKAMA: I have a motion by Mr. Kane and seconded by 

11 Ms. Tavares. 

12 Discussion, members? Mr. Arakawa. 

13 COUNCILMEMBER ARAKAWA: Did Mike miss the second? 

14 CHAIR HOKAMA: By a split second. By a split second. 

15 Any other further discussion? 

16 Seeing none, all in favor say aye. 

17 MEMBERS VOICED AYE (Exc. PK & WN). 

18 CHAIR HOKAMA: Opposed say no. 

19 

20 VOTE: 

21 

22 

Motion carried. 

AYES: 

NOES: 
EXC. : 
ABSENT: 

Councilmembers Arakawa, Carroll, 
Johnson, Kane, Molina, Tavares, and 
Chair Hokama. 
None. 
Councilmembers Kawano and Nishiki. 
None. 

23 ABSTAIN: None. 
MOTION CARRIED 

24 ACTION: Recommending FILING of communication. 

25 CHAIR HOKAMA: Announcements, members? There is a 
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1 Committee of the Whole at 1:30 chaired by Mr. Kane. 

2 Thank you very much, members. This meeting 

3 is adjourned. (Gavel.) 

4 ADJOURN: 12:07 p.m. 

5 

6 

7 

8 

9 

10 

11 
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I, Sandra J. Gran, Certified Shorthand 

Reporter for the State of Hawaii, hereby certify 

that I reported in stenotype all oral proceedings 

had in the foregoing matter; that thereafter my 

notes were reduced to typewriting under my 

direction; and the foregoing transcript constitutes 

a full, true and correct record of such oral 

proceedings had and of the whole thereof. 

Sandra J. Gran 
Hawaii CSR 424 
Notary Public for Hawaii 
My Commission Expires: 5/14/04 
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